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1. NEGOTIATIONS OCTOBER 3 AND 4 FAILED RESOLVE PRINCIPAL 
ISSUES AND UNCOVERED SOME NEW PROBLEMS. NO DATE FOR 
FURTHER MEETING SET, BUT CANDEL NOT AVAILABLE BEFORE 
LATTER PART OCTOBER. CANDEL, IN ATTEMPT FORCE ISSUE, 

SAID EARLY DECISION NEEDED WHETHER NEGOTIATIONS CONTINUE 
ON PRODUCTIVE COURSE, NEGOTIATIONS DEFERRED UNTIL LATER 
WITH ROUTE AND PRECLEARANCE AGREEMENTS SIGNED NOW OR NONE 
OF THREE AGREEMENTS SIGNED. BOTH SIDES SAID THEY PREPARED 
FACE LATTER OUTCOME, BUT CANDEL EXPRESSED PREFERENCE FOR 
FIRST ALTERNATIVE AND USDEL SAID IT STILL MARRIED TO 
SECOND. USDEL AGREED ADVISE CANADIANS ASAP RE ARRANGEMENTS 
FOR FURTHER MEETING OR IF THERE WERE CHANGE IN US 
PREFERENCE FOR CONTINUING TALKS. 

2. MAIN NEW PROBLEM CONCERNS INCLUSIVE TOUR CHARTERS (ITC). 
USDEL SAID IT HAD HOPED BY THIS TIME THAT US DOMESTIC 
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SITUATION WOULD BE RESOLVED, BUT IT HAD NOT BEEN. ALSO, 
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SINCE CHARTER NEGOTIATIONS BEGAN IN EARNEST EARLIER IN 
YEAR, CANADIAN ITC RULE HAD BEEN CHANGED IN AUGUST FROM 
A 2-STOP TO 1-STOP REQUIREMENT, THUS RAISING 
QUESTION WHETHER US COULD ACCEPT CURRENT CANADIAN RULE IN 

CHARTER AGREEMENT. FYI. PRACTICAL SIGNIFICANCE OF THIS 
IS THAT US COULD END UP WITH AGREEMENT ALLOWING CANADIAN 
SCHEDULED AIRLINES OPERATE 1-STOP ITC'S TO PLACES SUCH 
AS HAWAII AND FLORIDA, WHILE ABILITY US AIRLINES TO 
COMPETE BY ALSO OPERATING 1-STOP ITC'S WAS DEPENDENT 
ON THEIR ACQUIRING CAB AUTHORIZATION TO DO SO. LATTER 
QUESTION NOW TIED UP WITH CONTENTIOUS BILL BEFORE CONGRESS 
ON ITC'S. END FYI. CANDEL SAID THIS WAS INTERNAL US 
PROBLEM BUT OFFERED CONCLUDE AN AGREEMENT IN WHICH ITC 
ISSUE WOULD BE DEFERRED FOR A FIXED PERIOD, AFTER WHICH 
CANADA WOULD ACQUIRE ITC RIGHTS WHETHER OR NOT US HAD 
GRANTED COMPARABLE AUTHORITY TO ITS OWN AIRLINES. USDEL 
UNABLE ACCEPT THIS APPROACH. 

3. IT ALSO BECAME APPARENT THAT CANADIANS PROPOSE RETAIN 
A GREAT DEAL OF CONTROL OVER US AIRLINE CHARTER FLIGHTS, 
SUCH AS BY CONTINUING REQUIRE PRIOR APPROVAL FOR PURPOSE 
POLICING UPLIFT RATIO, MARKET SHARES, RATES, ETC. USDEL 
COUNTERED THAT PROPOSED CANADIAN CONTROLS WERE SO 
PERVASIVE THAT US AIRLINES WOULD NOT HAVE FAIR OPPORTUNITY 
TO OBTAIN WHAT WE HAD BARGAINED FOR. 

4. US POSITION BEING REVIEWED. EMBASSY WILL BE ADVISED. 
KISSINGER 
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